
CHAPTER 15

Closeout

All effort as outlined in the plan of work is complete . . . . Successful
construction completion of the two air bases some nine months ahead of
the 25 April 1983 mandate stands as a notable cooperative achievement.

Col. John E. Moore, November 1982'

Preparations for closeout dated back to the earliest phasedown
planning in Tel Aviv. In the winter and spring of 1982 these plans
grew more specific. Based on experience and the reports that had
been done by Maloney's auditors, the resource manager identified
the issues that might result in suspensions, disallowances, or
claims. When the construction crews attained initial operating ca-
pability, just over sixty potential contractual disputes were already
identified and under review. As of 31 May, a total of $7.9 million
had been withheld from the three contractors, and the issues were
fairly well understood.

There was more to closeout than identifying the likely contro-
versies. The operation had to have a home. The chief's office in

Washington overrode Wall and told him to finish the project at Fort

Belvoir. McNeely in particular argued for the southern site, claim-

ing that it was less costly than New York, and Wall thought McNeely

was largely responsible for the choice of Belvoir. As far as McNeely

was concerned, the resistance to bringing the office to the Washing-

ton area originated with the support group in NewYork.
Colonel Moore, who expected to take charge of the closeout,

saw the opposition of the New York employees as the significant

drawback to the decision . He anticipated difficulties in convincing

them to make the move, and he needed the continued participa-

tion of the accountants and clerks who had tracked the financial

transactions for the duration of thejob. Moore credited Frank Bil-

liams of the New York office with convincing the staff to move to

Fort Belvoir. Billiams, Moore said, "had sort of gathered those folks

as a family-type thing and worked with them over a three-year

period. He brought with him virtually intact his money account-
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ability folks down to the GS-6 and GS-7 level, and having them
come removed what I saw as one of the last disadvantages of
coming to the Fort Belvoir area."'

Deciding whether Belvoir was a logical and effective location
did not end the matter. Twenty-year-old policy encouraged decen-
tralization of government operations away from the National Capi-
tal Region . So the move from Tel Aviv to northern Virginia re-
quired the permission of the assistant secretary of defense for
manpower, reserve affairs, and logistics.'

Such approval came easily but did not clear the way for the
closeout team to get down to business . First, the Israeli desire for a
role in the process required resolution. Bar-Tov expressed this in
terest during an April meeting in Washington . He claimed that
closeout would be "a battle and war" with the contractors and that
his ministry would help resolve issues involving Israeli subcontrac-
tors and suppliers, reducing the final cost of the program as a re-
sult . Wilson was amenable to such participation provided "it was
clearly understood that decision authority rested with the contract-
ing officer and his decision was final." His position reflected Wall's
view that "the Israelis would not be allowed to participate in deci-
sions nor the negotiations, but that they would be allowed to pro-
vide input for our effort." In any event, Wall believed, "The Israelis
were already involved in providing input and therefore, there
would be no change to our present procedures." 6

Such assurances did not satisfy Bar-Toy, who pushed for a more
formal arrangement. At a June meeting in his office at the IBM
Building, he offered Hartung and Moore help in preparing for all
negotiations involving the three prime contractors as well as Israeli
subcontractors and vendors . He also wanted an observer from his
office present at negotiations . Bar-Tov envisioned an arrangement
in which his representative would not speak but would pass notes
to the chief negotiator. He conceded that there might be cases in
which he would have nothing to contribute, and Hartung, appar-
ently tired of diplomacy, "indicated that this might be true in
perhaps nine cases out of ten."'

Wall still tried to accommodate the Israeli interest in a limited
involvement. He and Bar-Tov signed an agreement specifying the
conditions underwhich the Israelis could participate in negotiations
between the Corps and the contractors. The memorandum limited
Ministry of Defense participants to observation, prohibited them
from joining discussions ("normal pleasantries excepted"), and
made it clear that the contracting officer could "terminate negotia-
tion conferences or ask any participant, including observers, to
leave, and continue to conduct the negotiation conference alone."'
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Wall did his best to get contractor acceptance of this provision.

He emphasized that any Israeli participant would be "a silent ob-
server and in no case . . . an active participant." He asked the
prime contractors to cooperate, claiming that the Israeli presence
would be in the best interests of the United States, the companies,
and Israel. The contractors objected. "We are," Wall wrote Har-
tung, "running into a buzz saw of resistance to any involvement
outside Corps with ABC and NAC." 9

McNeely already had alerted Wall to the adamant opposition
of Air Base Constructors' attorney Manning Seltzer, a former chief
counsel in the Office of the Chief of Engineers . So the contractors'
official reply came as no surprise. By telex and by letter, Fred But-
ler sent the same message : the presence of any outsiders at negoti-
ations was totally unacceptable . Third parties would inhibit the
free exchange of views and obstruct progress. Butler took Wall's
assertion of a substantial Israeli interest in the proceedings and
reduced it to its absurd conclusion : "If `vital interest' is a criterion,
we may as well include the stockholders of our various companies,
not to mention U.S. taxpayers . We are irrevocably convinced that
contract costs will increase and issues will be prolonged if any out-
side parties are allowed to participate." 1° The contract specified
that the contractor and the Corps would conduct negotiations,
and Butler insisted on adherence . Unlike the government at the
start of the program, the contractors at the end would not be
swayed by Bar-Tov's forceful personality.

In the face of this opposition, Bar-Tov withdrew his request to
participate at the negotiating table. Discussions with the contrac-
tors, which had stopped pending resolution of this matter, re
sumed. Bar-Tov retired from the air force in November, and the
issue of Israeli participation did not come up again."

Meanwhile, the removal of the Near East Project Office from
Tel Aviv to Fort Belvoir was carried out over the summer of 1982 .
In late June five finance and accounting employees arrived at the
new headquarters as the nucleus of the resource management of-
fice. In the office of counsel, two of the three lawyers who were still
in Israel in July left on 1 August, one for a new assignment and the
other for Fort Belvoir. One left in the middle of the month and
went to Belvoir in early September. By the middle of September,
the transition was completed, and the new office was in place in a
one-story preengineered building, similar to the structures that
had been used as offices at the Negev sites . 12 Alongside stood an
unheated warehouse in which were deposited the 1,000 or so
boxes of Near East Project Office records, ranging from comman-
der's logs to daily concrete batch plant reports .
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The organizational structure that Colonel Moore established
at Fort Belvoir differed somewhat from the one he had envisioned
while still in Tel Aviv. He originally planned an organization with
five branches-counsel, procurement and supply, contract admin-
istration, property, and resource management-and the liaison of-
fice in Tel Aviv manned by David Levy. The Fort Belvoir office com-
bined the property and procurement branches and left the two
procurement positions vacant. Moore's staff did not expect to face
any issues involving supply matters."

Two basic types of disputes needed to be resolved . One in-
volved the validity of contractor expenditures and pitted the gov-
ernment against the contractors. Issues of this type were well antic
ipated and documented and were settled fairly quickly . For
example, by 1 February 1983, the Corps and Air Base Constructors
resolved all outstanding issues except a $900,000 dispute regarding
the office overhead charged by the firm's design subcontractor.
Three weeks later that matter too was settled, with the designer ac-
cepting a $500,000 settlement. Virtually all such disputes were laid
to rest by the spring of 1983. 14

The other type of disagreement involved third-party suits :
actions brought against the prime contractors by former employ-
ees, vendors, or subcontractors . These were more difficult to pre
dict. They continued to trickle in, sometimes surprising Moore
and his small staff, even as late as 1985 . They also amounted to a
much higher dollar value. The suits that were active at the begin-
ning of 1983 totaled more than $110 million . They involved a host
of issues from sexual harassment and wrongful termination of
employment to claims for customs duties and taxes . 15

The largest of these legal actions came as no surprise . Moore
and his closeout team expected during the fall of 1982 that the
Palace Hotel lease would cause them significant problems in the
coming months. Management Support Associates, which was the
prime contractor responsible for the hotel, offered owner David
Taic a lump-sum settlement instead of restoration . After Taic
rejected the offer, the contractor refurbished the building. Accord-
ing to Moore, the consortium's efforts "proved very successful,
were completed on time, and initial reports by objective consul-
tants indicate [d] the hotel is in as good, or better, condition than
when accepted by MSA three years ago ." Nevertheless, Moore still
expected extensive litigation."

Formal return of the Palace to Taic took place in August. Taic
had ninety days to take whatever legal action he chose, and he
waited until almost the last minute to bring a suit of $3 .89 million
against Management Support Associates for damage to his build-
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ing. It soon became clear that settling this case was going to take
several years . As Moore noted, "In litigation you talk in years, and
the major litigation of the hotel, we knew right away was going to
be a four- or five-year [effort], because even after three years if you
got to some kind of decision you would be in an appeal process."
Moore hoped to have the matter settled by mid-1986, but in 1988
the case was still undecided. 17

Ironically, while Taic's case against the relatively small Manage-
ment Support Associates organization loomed larger, all of the
outstanding issues relating to the two huge construction contracts
were settled quickly. By January 1983 most disputes between the
government and the contractors were resolved . Based on various
audits, the government had withheld nearly $6 million from the
two joint ventures. Settlement resulted in payment of about $3 .8
million of the disputed amount and concession of the remainder
by the companies . Within the next two months the government
and both consortia reached out-of-court agreements concerning
disputed overhead costs for the design elements and on the few
other remaining issues . By spring these contractors shut down
their suburban Virginia offices entirely."

In the spring of 1983 the structure and size of the closeout
organization changed significantly. Colonel Moore became com-
mander of the Facilities Engineering Support Agency of the Corps
on 29 April, while remaining in charge of the closeout on a part-
time basis. The size of the group had been reduced to eleven over
the past months, and byJune the team was down to four. In addi-
tion to Colonel Moore, only Frank Billiams, attorney Paul Chev-
erie, and secretary Sallie Thornburg remained . Most of the office
furniture had been sold or turned over to the Israeli mission, and
the number of unresolved claims declined . Little remained to be
resolved except the Palace Hotel suit."

From that time forward, the trend in staffing and outstanding
issues continued to be downward . Only Thornburg still worked
full-time on the project . The others participated when needed
from new jobs that they held elsewhere . Moore retired in 1986,
and Damico, now head of the construction division in the Balti-
more District of the Corps and associated with the program
longer than anyone, became contracting officer responsible for
resolution of the outstanding issues .2°

New disputes still emerged from time to time. In the fall of 1983
FiatAllis filed a claim for reimbursement for spare parts that the
company asserted were damaged before being returned to their
warehouses . Such surprises occurred until the very end. Even as
late as 1985 the Portuguese government sued the program for taxes
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allegedly owed by a subsidiary of Air Base Constructors. As Moore
later recalled, "what is the surprising thing, you end up with spikes
[of activity] and there is surprise litigation that comes out of the
woodwork. 1121

So the closeout dragged on into the late 1980s, in sharp con-
trast to the program itself, which was carried out with remarkable
speed. For that matter, the major issues between the government
and the contractors were also resolved quickly and without resort
to the courts . The government had good records and able negotia-
tors, and the contractors shared the Corps' interest in completing
negotiations quickly.22

The program did cost more than originally allotted, but very
little more. The original budget estimate of $1 .038 billion was ex-
ceeded by about $20 million, although the ongoing litigation
made it impossible to determine a precise figure in 1988. Any
number of factors could have caused the small overrun . Perhaps it
was the need in 1979 and 1980, as Joseph R. "Ray" Shaw said, to
"buy like hell to get the project moving." Maybe what Wall de-
scribed as early "lapses in financial discipline" among American
managers interested in their own comfort or the drastic increase in
indirect costs that accompanied the surge in manpower during the
late months of 1980 pushed the project over budget.23 But what-
ever the reasons, the amount was small, and Alan Shepherd was
probably right when he concluded that, given the variables, the
uncertainties, and the haste, "Any board of directors would kiss
your feet.,, 21
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